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A Noteworthy Economic Study 


The Brookings Institution (Washington, D. C.) is mak- 
ing available chapter by chapter, in pamphlet form, the 
forthcoming book, “Price-Making in a Democracy,” by 
Edwin G. Nourse, economist, of the Brookings staff. The 
study was financed by the Maurice and Laura Falk Foun- 
dation of Pittsburgh, which specializes in financing eco- 
nomic researches and disseminating the results in popular 
form. The study is closely related to an earlier one, 
“Industrial Price Policies and Economic Progress,” re- 
viewed in this SERvICE on January 28, 1939. We are in- 
debted to the Foundation and the Institution for the privi- 
lege of sketching the contents of these highly significant 
studies.* 

We propose to summarize briefly for our readers those 
portions of the study which deal especially with the more 
distinctively ethical aspects of the problems explored. 
In this issue attention is given to the second and third 
chapters. The first elaborated the distinction between 
“automatic” prices, fixed in “free and open markets,” 
“authoritarian” prices, fixed by government, and “ad- 
ministered” prices, established by corporation executives 
as a phase of price policy. The function of “administered” 
price in a complex economic system was in part explained 
in the earlier study above referred to. 


The Essence of Laissez-Faire 


In Chapter II, “Free Enterprise and Laissez-Faire,” 
this generalization is offered: “ ... It seems . . . that 
the majority of businessmen believe that the writings of 
the classical economists enunciated an economic creed 
which expressed fundamental truth with reference to free 
enterprise under private capitalism, and that all that is 
needed for economic sanity and safety in the present dis- 
turbed world is a popular understanding of those basic 
principles and a return to their consistent practice.” 
Freedom of enterprise is an ideal that came to America 
as a part of our heritage from England. It is historically 
true that “free enterprise” is part of the tradition we call 
“the American way”; albeit the doctrine of laissez-faire 
which embodies that ideal is sometimes expressed “in 
forms that would have shocked the good Dr. Smith.” 

The doctrine took shape in an economic situation much 
simpler than ours. The economy was primarily agrarian 
and handicraft. The doctrine represented an effort to 
free business from the “numbing effects of status and 
special privilege.” Here is the idea in a nutshell: “(1) 


*The pamphlets are coming out monthly—12 in the series. 
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As to government, let its activities in the field of business 
be limited to the very minimum necessary for the main- 
tenance of property rights and peaceful life. (2) As to 
business, let the system of private capitalism grow na- 
turally under free enterprise, and the law of supply and 
demand will operate automatically to establish the right 
prices. Commodity and service prices will reflect the 
lower costs resulting from progress in technique and or- 
ganization. As for wages, they will reflect the produc- 
tivity of each worker. Economic activity will be guided 
by such prices into the most productive channels and thus 
promote” prosperity to the fullest possible extent. 


Signs of Dillusionment Appear 


But as the Industrial Revolution advanced and the 
great corporation appeared on the scene, the economic 
system took on a different character from what it was 
in theory. Capitalism explored new resources, developed 
new methods and amassed great wealth. The very suc- 
cesses of this “high command in industry” gave it a high 
degree of security until the 1930’s. Then what appeared 
to many to be “a strange paralysis” or a “weakness of 
leadership” came to light. Faults in the operation of the 
system, formerly attributed to greed or a domineering 
propensity within a system essentially sound, began to be 
attributed to some inherent inadequacy in the regime 
centering in the “private business corporation.” 

(It may be noted here that this tendency to question 
the soundness of the economic system had long been ap- 
parent among religious leaders, Protestant, Catholic and 
Jewish. It was a conspicuous emphasis in the social 
gospel movement. The present study, scientific rather 
than ethical in its purpose, limits itself to description and 
indulges in no moralizing.) 

The situation became more acute as idleness mounted. 
“Idle men unable to secure access to idle plant capacity, 
and funds saved but unable to find a place of investment 
represent a definite impasse between the claims of free 
corporate enterprise and free individual enterprise, both 
of which appear to be inherent and important dynamic 
elements in modern industrial society.” 

The Industrial Revolution marked in its early stages 
not only a gain in freedom of enterprise but a shift in 
responsibility. Under a feudal regime the worker had 
been given status by the feudal lord. Under the modern 
industrial wage system, his position was changed. To be 
sure, he was supposed to “contract himself out of risk”; 
his job was found for him. That expression was not 
without a measure of truth. “But it would be hard to 
imagine one more blind or more cynical as to the measure 
of risk which was still left in the hands of the laborer who 
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could be discharged on short notice if business were slack 
or who could be thrown on the scrap heap at middle age.” 
In practice, both industry and labor have abandoned 
the notion of completely free enterprise. From industry 
have come insistent calls for protective tariffs and opposi- 
tion to laws designed to check monopolies. Labor has 
applied trade union discipline to production, stood guard 
over the entrance to trades and sought to establish closed 
shop conditions. So long as the channels of private enter- 
prise remain open the public will accept it, but if they 
become seriously clogged and long remain so, the demand 
for some alternative is inevitable. “If such a demand 
gains full momentum in a democracy, it means the sub- 
stitution of public enterprise for private enterprise.” 
This study seeks to “explore as courageously as possible 
the conditions of corporate executive performance which 
would reduce to the lowest possible level the popular de- 
mand for government intervention in the economic activi- 
ties of its citizens.” But free enterprise is not to be con- 
ceived as “exclusive private enterprise.” The view that 
“government must not enter any field in which private 
interests see a prospect of profit” is repudiated. 


“Pure” and ‘’Perfect’’ Competition 


In Chapter III, “Competition as Method and as Goal,” 
the idealized picture of competition is shown to be a 
dream. “‘Pure competition’ implies a product that is 
completely uniform or standardized and that is exchanged 
from many sellers to many buyers in a market free of 
controls over the individual producer, merchant, or pur- 
chaser.” But this “unalloyed” competition could not work 
without the aid of another concept, what economists have 
called “perfect competition.” This means that the persons 
engaged in the competition are “assumed to have adequate 
information as to production or marketing alternatives 
and the intelligence and mobility which make it possible 
for them to act promptly and surely in the pursuit of their 
own self-interest.” 

Such “pure” and “perfect” competition has never exist- 
ed and could not exist. But businessmen “have been eager 
to carry the economists’ eulogies of ideal competition over 
into the world of real business regardless of its wide de- 
parture from the conditions which the economists as- 
sumed. They have often tried to draw the cloak of virtue 
around their most dubious operations by saying, “You 
can’t beat the law of supply and demand’—which is used 
as a synonym for competition among, and between, pro- 
ducers and consumers.” 

In particular, common assumptions about the compe- 
tence of men to judge their own interests are challenged. 
“Most of the time men are careless in examining or they 
vacillate in pursuing what in their more studious mo- 
ments they themselves conceive to be their real interests. 
They are easily misled by appeals to jealousy, pride, or 
avarice to act as individuals or groups in ways that pre- 
sent little or no chance of really promoting the ends they 
actually desire.” (Here the economist, in pure descrip- 
tion, offers material for the theologian in his own field.) 

Now comes an especially instructive passage: 

“This brings out a curious contradiction in the whole 
concept of competition. If we attempt to give every man 
complete freedom of competition; standardize the goods 
in which he deals; make his market free, open, and con- 
tinuous; give him the fullest possible access to accurate 
and adequate information; and give persons and goods 
and capital maximum opportunity to move to their most 
advantageous place of use, we have in a formal sense 
magnified and perfected competition. But in a deeper, 


more vital sense we have shrunk it to the disappeariny 
point. We have reduced the economic process to a pure 
automatic response to economic environment. Such ; 
response is the antithesis of competition in the aggressive 
innovating, adventurous sense in which that term is op 
dinarily used. In other words, the only real competitio; 
is imperfect competition. Its essence is to be foun 
not in the standardization of goods but in their differen. 
tietion, 
Theory and Practice 


Dr. Nourse explains that the major purpose of the 
entire study is to analyze the “twilight zone” between th 
theorizing of economists and the practice of businessmen 
\ crucial matter is the nature which competition takes oy 
as units of operation are consolidated and as individual 
labor bargaining gives place to collective bargaining. 4 
hew power of competition appears as an attribute of th 
organization itself or of those individuals who exercis 
executive control in the organization, whether it be ¢ 
business or of labor. Power can be used in many ways 
It is possible for the individual to secure greater advantag 
through the organization of power, but on the other hanj 
such organization may result in the suppression of indi. 
vidual effort. It must be remembered that there is com 
petition “not only among individuals within the group an¢ 
among the groups—corporate producers, financial agencies, 
and trade unions—but also competition between the ex. 
ecutive agent in any of the organized units and the or- 
ganization itself. It is notorious that corporation official 
have sometimes exploited their companies to enrich their 
personal fortunes. It is equally well known that some 
labor union officials have used their positions to advance 
their personal wealth and prestige at the expense o 
members.” 

Intelligent men should be able to shape their organiza. 
tions whether they be giant corporations, big unions or 
even the cooperative effort of the whole nation, “so as to 
gear the best skill and greatest industry of the varied mass 
of economic men to maximum joint productivity and 
individual reward in approximate conformity with the 
productive value of individual participation.” This defines 
the ideal of “professional management” which will be de. 
veloped later in the book. 

The author says that society, “pondering the unfor- 
tunate results of the competitive struggle between Cain 
and Abel and the hard bargain between Jacob and Esau”, 
has been trying through the ages “to find a way to pre. 
serve competition as the life of trade without allowing it 
to be the death of any tradesman.” Such a way would 
involve an appeal to “a robust spirit of individual enter- 
prise not a mere vague and unreliable altruism.” Repudiat- 
ing mere individual acquisition as an aim it would never- 
theless “incorporate a lively spirit of rivalry in promoting 
the distinctive ends of economic life.” 


The Teamsters’ Case 


The decision handed down by the U. S. Supreme Court 
on March 2 in U. S. v. Local 807 of International Brother- 
hood of Teamsters, Chauffeurs, Stablemen and Helpers 
of America, et al., which will probably be commonly re- 
ferred to as the Teamsters’ case, has occasioned very sharp 
criticism of the the Supreme Court. Westbrook Pegler. 
in his column in the New York World Telegram of April 
2, used the term “leering cynicism” in describing the opin- 
ion and declared that the Court is “unmistakably and 
defiantly on the side of the thug.” Not only so, but he 
saw a conspiracy in the government to bring cases, through 
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Thurman Arnold’s division in the Department of Justice 
against labor unions in the full expectation that they will 
fail when they get to the Supreme Court. This article 
in itself gives an interesting illustration of the immunity 
which an American columnist enjoys in this country in 
spite of the thing known as contempt of court. The im- 
portant point here, however, is to consider the real sig- 
nificance of this decision. The case came to the Supreme 
Court on a writ of certiorari from the U. S. Circuit Court 
of Appeals for the Second District which reversed the 
trial court’s conviction of the union for the offense 
charged. The ruling opinion was read by Mr. Justice 
Byrnes. Justices Roberts and Jackson took no part in 
the decision or in the case. 

The evidence showed that members of the defendant 
union conspired to use violence and threats, and actually 
used them, in order to obtain from the owners of so-called 
over-the-road trucks charges equivalent to the union 
rates for a day’s work in driving and unloading. Out-of- 
state drivers were called upon to turn over their trucks 
at the state limits to one or more union truckmen. The 
latter would drive the truck to its destination, unload it, 
and return the truck to the out-of-state driver at the point 
where it had been taken over. If the out-of-state drivers 
turned over the trucks, then the money paid constituted 
wages for work done, albeit work that was not desired. 
On the other hand, if these drivers refused to turn over 
the trucks they had to pay the equivalent of the wages 
in any case or take a beating up. 

It was a clear case of racketeering—so clear that when 
Mr. Chief Justice Stone, writing the sole dissenting opin- 
ion, he apparently felt very much as did Columnist Pegler 
though he expressed his views in more judicial language. 
“When the Anti-Racketeering Act was under considera- 
tion by Congress, no member of Congress and no labor 
leader had the temerity to suggest that such payments. 
made only to secure immunity from violence and inten- 
tionally compelled by assault and battery, could be re- 
garded as the payment of ‘wages by a bona fide employer’ 
or that the compulsion of such payments is a legitimate 
object of a labor union, or was ever made so by any statute 
of the United States. I am unable to concur in that sug- 
gestion now.” 

The point in quoting the dissent first is to show what 
the crux of the whole case seems to be. It lies in the 
meaning of a section of the Anti-Racketeering Law passed 
in 1934 specifically exempting from the relevant provisions 
of the Act the payment of wages by “bona fide employer” 
to “bona fide employe.” The majority opinion recites the 
circumstances under which the law was enacted showing 
that even though care had been taken to so limit the draft 
statute as “not to include the usual activities of capitalistic 
combination, bona fide labor unions, and ordinary business 
practices which are not accompanied by manifestations of 
racketeering,” (the wording is that of a memorandum of 
the Department of Justice) the House Committee had 
presented a revised draft so as to further safeguard the 
measure against the fears of the American Federation 
of Labor that activities of labor unions were going to 
be improperly limited. It will be noted that the provis» 
quoted above says nothing about the payment of legitimate 
wages or about legitimate functions of employes. The 
teference is rather to the bona fide status of employer 
and employe. The majority opinion notes that Congress 
must have been well aware that among the ordinary prac- 
tices of labor unions were included many cases of coercion 
in respect to employment. “The test must therefore be 
whether the particular activity was among or is akin to 
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labor union activities with which Congress must be taken 
to have been familiar when this measure was enacted. Ac- 
cepting payments even where services are refused is such 
an activity. The Circuit Court has referred to the ‘stand- 
by’ orchestra device, by which a union local requires 
that its members be substituted for visiting musicians, or, 
if the producer or conductor insists upon using his own 
musicians, that the members of the local be paid the 
sums which they would have earned had they performed. 
That similar devices are employed in other trades is well 
known. It is admitted here that the stand-by musician 
has a ‘job’ even though he renders no actual service. There 
can be no question that he demands the payment of money 
regardless of the management’s willingness to accept his 
labor. If, as it is agreed, the musician would escape 
punishment under this Act even though he obtained his 
‘stand-by job’ by force or threats, it is certainly difficult 
to see how a teamster could be punished for engaging in 
the same practice.” 

The contention of Mr. Chief Justice Stone that the 
conduct of the union drivers was akin to robbery and 
that the payments made to them were exactly comparable 
to the handing over of money to a robber under threat 
of violence, is closely analyzed: “We take this to mean 
that the intent of the owners in making the payment is to 
be regarded as controlling. We cannot agree. The state 
of mind of the truck owners cannot be decisive of the 
guilt of these defendants. On the contrary, their guilt 
is determined by whether or not their purpose and ob- 
jective was to obtain ‘the payment of wages by a bona 
fide employer to a bona fide employe.’ And, of course, 
where the defendants are charged with conspiracy as they 
were here, it is particularly obvious that the nature of 
their plan and agreement is the crux of the case. The 
mischief of a contrary theory is nowhere better illustrated 
than in industrial controversies. For example, the mem- 
bers of a labor union may decide that they are entitled to 
the jobs in their trade in a particular area. They may 
agree to attempt to obtain contracts to do the work at the 
union wage scale. They may obtain the contracts, do the 
work, and receive the money. Certainly Congress in- 
tended that these activities should be excepted from the 
prohibitions of this particular Act, even though the agree- 
ment may have contemplated the use of violence. But 
it is always an open question whether the employers’ 
capitulation to the demands of the union is prompted by 
a desire to obtain services or to avoid further injury or 
both. To make a fine or prison sentence for the union 
and its members contingent upon a finding by the jury 
that one motive or the other dominated the employers’ 
decision would be a distortion of the legislative purpose.” 

The Court offers no justification of this union practice 
but declares it is not its province “either to approve or 
disapprove.” At the same time, it expressly says “the use 
of violence disclosed by this record is plainly subject to 
the ordinary criminal law.” Mr. Chief Justice Stone 
seems to regard the majority decision here as unwarranted 
exercise of self-restraint on the part of the Court. 

It comes down to this, then, that the majority of the 
Court found that in passing the Anti-Racketeering Act 
Congress “plainly attempted to distinguish militant labor 
activity” from acts which it was ready to regard as 
illegal under this statute. If this analysis of the Court 
is correct the finding for the union, upholding the Circuit 
Court of Appeals as against the trial court, would seem 
to follow as a matter of course. The remedy then must 
lie with Congress which has not up until now proscribed 
in unequivocal language racketeering on the part of trade 
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unions. The specific exemption from penalty in this law 
of the payment of wages to anyone who occupies the 
status of an employe, without restriction as to the way in 
which he gained that status, apparently establishes im- 
munity from prosecution. The Court seems to be saying 
no more, but rather less, than critics of Congress who con- 
tinually charge that it has kowtowed to labor. It would 
secm that a very slight change in the law would remedy 
the difficulty. 


Peoples — Their Situations and Their Faiths 


Items from the International Christian Press and In- 
formation Service for February delineate the spiritual at- 
titudes of the three original participants in the European 
struggle, which are shown to be sharply diiferentiated in 
direct accord with their situations and their faiths. 


From Nazi Germany 

From an article published in the (January 22) Osser- 
vatore Romano is taken an excerpt which quoted the book 
Gott und Volk—Soldatisches Bekenntnis (God and Na- 
tion—A Soldier’s Creed) published in Berlin. Chapter 
Two, entitled “Decision” is quoted thus: 

“The age of international humanitarian dreams is moy- 
ing towards its close, and with it the dream of Christian 
humanity which has been agitating men for two thousand 
years without bringing anyone one step nearer it. 

“Race and nation are elevated into sacred ideas. They 
are shaping the face of our time and the law of the future. 
Whatever serves this law is good and must continue to 
exist. Whatever does not concern this law is bad, and 
must change or still better, disappear. 

“God has given our nation a long and difficult road 
which leads to unity and youth. While nations degenerate 
and grow old round about us, we are marching towards 
the beginning. This beginning can only come from our- 
selves, not from Rome nor from Judah. 

“Now there is the Reich. Germany has created herself. 
One leader guides. One will commands. One nation 
springs forward. But we still have one battle to win, 
the battle for the German man, for the German soul. . . . 
Where there is a battle, there are fronts. These fronts 
are evident. One is called Christ, the other Germany. 
No third one exists. Likewise, there is no compromise, 
but a single, clear decision. Today the question is not 
to weaken Catholicism, to strengthen Protestantism, but 
to replace a religion which is foreign to us by a faith 
born from the depths of the German soul. 

“|. . Christianity has today taken its place on the side 
of the cross. Not Christendom but Christianity. Our 
struggle is directed, not against men, but against the idea. 
The front of the cross has a strong wing and a weak wing. 
The strong one is Catholic. Its strength is union. The 
weak one is Protestant. Its weakness is dispersion.” 

And further: ‘The German duty is also to uproot that 
which is foreign to the race. That which is foreign to 
the race is contrary to God, that is why the German faith 
will impose on nobody the attitude to take up towards 
God. Everyone must seek his own way, but let nobody 
seek it at Rome or Jerusalem! Germany is our promised 
land... . 

“We believe in this Germany, and we cannot simul- 
taneously believe in another Kingdom in the beyond, be- 
cause we must live for our nation and for our personal 
happiness. . . . In our heart there is only room for one 
faith, one creed: Germany!... 

“But if there must exist any profession of faith of a 


national religion, it should be: I believe in the strong 
God and in his Eternal Germany.” 


From Stricken France 


Speaking to the Student Christian Movement of non. 
occupied France, which he said “overwhelmed by defeat’ 
had not “recovered its calm or its balance,” General Sec. 
retary Georges Casalis warned of accommodation to the 
“diminution” and “amputation” resulting from the divi- 
sion of France. A “confident optimism” based on “firm 
theological support” disappeared with “the annihilation of 
our most legitimate hopes.” “In the headlong flight of 
the civilian population mingled with routed soldiers and 
military leaders, in the ‘every man for himself’ of the 
Christians themselves, we have come to understand tha 
the question of man was being put to us... . 

“We are discovering all at once that the Gospel is 
nothing if it is not incarnate in a human life, if it js 
not an unquenchable source of manhood, if it does not 
form inflexible characters. We are beginning to grasp 
something which our joy in the theological revival of re. 
cent years had somewhat hidden from us, nainely that 
redemption in Jesus Christ is not the annihilation but the 
fulfilment of man; that a narrow humanism is the very 
negation of Christianity; that one cannot be a Christian 
without being a whole man, with all the obligations to 
stand ready, to act, and to struggle which that implies, 
This does not mean that everything has been suddenly 
transformed in the life of our movement, and that this 
question has been clearly heard by all. On the contrary, 
the share which we have in the defeat of our country 
quite certainly consists in our sometimes too facile play 
of thought, our love for a too often speculative theology. 
our refusal to think in a way which would involve con- 
crete responsibility in everyday life.” 


From Great Britain 


A sermon recently preached in the Chapel of the Royal 
Naval College at Dartmouth was printed in response to an 
“immediate demand.” The preacher said: 

“Righteous anger can boil and blaze, but it is not the 
same thing as hate. To fight to remove an evil philosophy 
from the face of the earth is not the same thing as re 
venge, and it is more powerful than revenge. To hat: 
and to take revenge is to turn traitor and ally ourselve 
spiritually with the very foes we fight physically, and 
to place ourselves in a situation so absurd that nothing 
sane can possibly come out of it... . Is revenge, is hatred 
going to accomplish janything worth while? Can the 
Kingdom of God be brought any nearer, the foundation 
of a new world be built on such things?” 

This note was repeated by the Archbishop of York in 
his presidential address at the Convocation of York when 
he referred to the Prime Minister’s inclusion of “retribu- 
tion” among the war aims. ‘When we applaud the pur- 
pose of just retribution as a means to the vindicatior 
of moral principle,” he said, “we must take care that this 
is indeed the end that we seek. For it is easy to slide 
from the obligation to impose retribution into the desire 
to exact vengeance ; and this is naked evil: evil in its owt 
principle as an offence against love; evil in its politica 
effects as calling forth bitterness, resentment, and, at last. 
retaliatory war; evil in its moral effects as corroding the 
soul of him who indulges it. Retribution is an element 
in justice, and justice is the primary expression of love: 
But vengeance, however great the provocation, is esset 
tially a satisfaction of self-centered passion, and expresses 
as it also causes, enduring enmity.” 


Printed in U.S.A. 
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